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CHESNEE TELEPHONE COMPANY, INC.

TESTIMONY OF EMMANUEL STAURULAKIS

4 BEFORE THK PUBLIC SERVICE COMMISSION OF SOUTH CAROLINA

DOCKET NO. 2005-30-C

7 Q. Please state your name and business address.

8 A. My name is Emmanuel Staurulakis. My business address is 7852 Walker

Drive, Suite 200, Greenbelt, Maryland 20770.

10

11 Q. By whom and in what capacity are you employed?

12 A. I am President of John Staurulakis, Inc. (JSI) a telecommunications consulting

13

14

firm providing a full range of financial, regulatory and management consulting

services to independent telecommunications providers throughout the nation.

15

16 Q. Please briefly outline your education, training and experience in the

17 telephone industry.

18 A. In 1980, I received a Bachelor's degree in Business Administration from the

19

20

21

American University, Washington, D.C. From May 1980 until December

1984, I worked at JSI as a Cost Separations Consultant. My responsibilities

included preparing jurisdictional toll cost separations studies for clients in

22 several states.
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CHESNEE TELEPHONE COMPANY, INC.

TESTIMONY OF EMMANUEL STAURULAKIS

BEFORE THE PUBLIC SERVICE COMMISSION OF SOUTH CAROLINA

DOCKET NO. 2005-30-C

Please state your name and business address.

My name is Emmanuel Staurulakis. My business address is 7852 _alker

Drive, Suite 200, Greenbelt, Maryland 20770. :_

By whom and in what capacity are you employed? , ::

b = : .....

I am President of John Staurulakis, Inc. (JSI) a telecommunications consulting

firm providing a full range of financial, regulatory and management consulting

services to independent telecommunications providers throughout the nation.

Qo

A.

Please briefly outline your education, training and experience in the

telephone industry.

In 1980, I received a Bachelor's degree in Business Administration from the

American University, Washington, D.C. From May 1980 until December

1984, I worked at JSI as a Cost Separations Consultant. My responsibilities

included preparing jurisdictional toll cost separations studies for clients in

several states.



In December 1983, I earned a Masters degree in Accounting from the George

Washington University, Washington D.C. In January 1985, I became a

Supervisory Consultant responsible for the overall preparation and submission

of numerous jurisdictional toll cost separations studies, rate case work, and

intrastate tariff filings for a number of JSI clients.

10

In November 1987, I was promoted to Director of the Separations Department.

In October 1992, I was promoted to Vice President of Operations and given day

to day responsibility for all financial and regulatory matters affecting our

clients. I am also a member of the National Exchange Carrier Association's

(NECA) Universal Service Fund Committee.

12

13 In July of 1997, I was promoted to my current position of President of JSI.

14

15 Q. On whose behalf are you testifying in this case?

16 A. I am testifying on behalf of Chesnee Telephone Company, Inc. ("Chesnee")

17 regarding its dispute with KMC.

18

19 Q. What is the purpose of your testimony?

20 A. The purpose of my testimony is to demonstrate to the Commission that KMC

21

22

23

should be required to enter into the appropriate network and contractual

arrangement/agreement with Chesnee for the exchange of traffic. Per

Chesnee's proposed agreement (see Exhibit A), KMC should obtain direct
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In December1983,I earneda Mastersdegreein Accountingfrom the George

WashingtonUniversity, WashingtonD.C. In January 1985, I became a

SupervisoryConsultantresponsiblefor the overall preparationandsubmission

of numerousjurisdictional toll cost separationsstudies,rate casework, and

intrastatetariff filings for anumberof JSIclients.

In November1987,I waspromotedto Director of the SeparationsDepartment.

In October1992,I waspromotedto Vice Presidentof Operationsandgivenday

to day responsibility for all financial and regulatory matters affecting our

clients. I am also a memberof the National ExchangeCarrierAssociation's

(NECA) UniversalServiceFundCommittee.

In Julyof 1997,I waspromotedto my currentpositionof Presidentof JSI.

On whose behalf are you testifying in this case?

I am testifying on behalf of Chesnee Telephone Company, Inc. ("Chesnee")

regarding its dispute with KMC.

What is the purpose of your testimony?

The purpose of my testimony is to demonstrate to the Commission that KMC

should be required to enter into the appropriate network and contractual

arrangement/agreement with Chesnee for the exchange of traffic. Per

Chesnee's proposed agreement (see Exhibit A), KMC should obtain direct

2



interconnection facilities for the exchange of extended area calling and ISP-

Bound traffic between Chesnee customers and KMC customers in Spartanburg

(hereinafter referred to as EAC and ISP Traffic), and should bear its share of

facility costs rather than continuing its "free-ride" on the existing Chesnee

facilities.

7 Q. What was the purpose of implementing Extended Area Service (EAS)

between the Chesnee and the Spartanburg exchanges?

9 A. In 1967, the Public Service Commission of South Carolina (Commission)

10

12

13

14

15

16

17

18

19

20

determined that it would be in the public interest to require extended area

service (EAS) between Chesnee and BellSouth's Spartanburg exchange, so that

Chesnee's customers would not incur toll charges when calling BellSouth

customers in Spartanburg. The Commission issued an order requiring Chesnee

and BellSouth to implement toll-free 7-digit calling between Chesnee and

BellSouth's Spartanburg exchange. As a result of the Commission order,

Chesnee and BellSouth entered into an EAS agreement and constructed the

necessary facilities between their networks for the exchange of EAS traffic

between their customers. This EAS arrangement has been in place since 1967.

The Commission allowed Chesnee to recover the EAS cost by increasing its

monthly basic local service rate.
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Ao

interconnection facilities for the exchange of extended area calling and ISP-

Bound traffic between Chesnee customers and KMC customers in Spartanburg

(hereinafter referred to as EAC and ISP Traffic), and should bear its share of

facility costs rather than continuing its "free-ride" on the existing Chesnee

facilities.

What was the purpose of implementing Extended Area Service (EAS)

between the Chesnee and the Spartanburg exchanges?

In 1967, the Public Service Commission of South Carolina (Commission)

determined that it would be in the public interest to require extended area

service (EAS) between Chesnee and BellSouth's Spartanburg exchange, so that

Chesnee's customers would not incur toll charges when calling BellSouth

customers in Spartanburg. The Commission issued an order requiring Chesnee

and BellSouth to implement toll-free 7-digit calling between Chesnee and

BellSouth's Spartanburg exchange. As a result of the Commission order,

Chesnee and BellSouth entered into an EAS agreement and constructed the

necessary facilities between their networks for the exchange of EAS traffic

between their customers. This EAS arrangement has been in place since 1967.

The Commission allowed Chesnee to recover the EAS cost by increasing its

monthly basic local service rate.



1 Q. Are there carriers other than BellSouth providing local service in

Spartanburg?

3 A. Yes. The Federal Telecommunications Act of 1996 opened the local market

for competition. As a result, competitive local exchange carriers (CLECs)

began to provide local service to customers in more urban areas. Currently,

there are a number of CLECs and wireless carriers providing

telecommunications service in Spartanburg.

9 Q. Has Chesnee been required to significantly increase the number of EAS

10 facilities?

11 A. Yes. Chesnee had to add an OC-12 facility and 192 DS1 ports in September of

12

13

14

2001, because Chesnee did not have enough facilities to add more trunks on the

Chesnee-Spartanburg EAS route. The EAS facilities were exhausted due to a

significant increase in volume of EAS traffic.

15

16 Q. Does Chesnee have agreements for the exchange of EAC and ISP Traffic

17 with other carriers providing service in Spartanburg?

18 A. Yes, Chesnee has either final or interim agreements with most of the major

19 carriers providing local service in Spartanburg.
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A.

Q.

A.

Q.

A.

Are there carriers other than BellSouth providing local service in

Spartanburg?

Yes. The Federal Telecommunications Act of 1996 opened the local market

for competition. As a result, competitive local exchange carriers (CLECs)

began to provide local service to customers in more urban areas.

there are a number of CLECs and wireless carriers

telecommunications service in Spartanburg.

Currently,

providing

Has Chesnee been required to significantly increase the number of EAS

facilities?

Yes. Chesnee had to add an OC-12 facility and 192 DS1 ports in September of

2001, because Chesnee did not have enough facilities to add more trunks on the

Chesnee-Spartanburg EAS route. The EAS facilities were exhausted due to a

significant increase in volume of EAS traffic.

Does Chesnee have agreements for the exchange of EAC and ISP Traffic

with other carriers providing service in Spartanburg?

Yes, Chesnee has either final or interim agreements with most of the major

carriers providing local service in Spartanburg.



1 Q. Have these carriers made the proper network arrangements for the

exchange of their traffic with Chesnee?

3 A. Yes. As provided in the agreements between Chesnee and these carriers, the

carriers have obtained (or are in the process of obtaining) facilities to

interconnect their respective networks with Chesnee's network for the

exchange of EAC and ISP Traffic with Chesnee.

8 Q. Does Chesnee require all carriers to establish direct interconnection

10

facilities with Chesnee in order to have 7-digit dialing to their

Spartanburg numbers?

11 A. Not necessarily. When the level of EAC and ISP Traffic exchanged between

12

13

14

15

16

17

18

19

Chesnee and a carrier is de minimis, Chesnee is willing to route the EAC and

ISP Traffic indirectly through BellSouth, so long as the carrier assumes

responsibility for the traffic outside Chesnee's service area. However, even in

a de minimis traffic situation, an agreement is needed to ensure that Chesnee

will not be financially responsible for traffic once it leaves Chesnee's network,

and to ensure that, should the level of traffic reach a defined threshold, a direct

connection will be established with Chesnee to ensure that the carrier is bearing

its fair share of the cost of facilities to handle the traffic.
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At

Have these carriers made the proper network arrangements for the

exchange of their traffic with Chesnee?

Yes. As provided in the agreements between Chesnee and these carriers, the

carriers have obtained (or are in the process of obtaining) facilities to

interconnect their respective networks with Chesnee's network for the

exchange of EAC and ISP Traffic with Chesnee.

QJ

A.

Does Chesnee require all carriers to establish direct interconnection

facilities with Chesnee in order to have 7-digit dialing to their

Spartanburg numbers?

Not necessarily. When the level of EAC and ISP Traffic exchanged between

Chesnee and a carrier is de minimis, Chesnee is willing to route the EAC and

ISP Traffic indirectly through BellSouth, so long as the carrier assumes

responsibility for the traffic outside Chesnee's service area. However, even in

a de minimis traffic situation, an agreement is needed to ensure that Chesnee

will not be financially responsible for traffic once it leaves Chesnee's network,

and to ensure that, should the level of traffic reach a defined threshold, a direct

connection will be established with Chesnee to ensure that the carrier is bearing

its fair share of the cost of facilities to handle the traffic.



1 Q. Has Chesnee been able to reach an agreement with KMC for the exchange

of EAC and ISP Traffic?

3 A. No. Despite all efforts made by Chesnee over the past year, KMC has not

entered into an agreement with Chesnee. Meanwhile, KMC continues to

utilize the Chesnee-BellSouth EAS facilities without bearing any portion of the

cost of those facilities.

8 Q. When did Chesnee first contact KMC about entering into appropriate

contractual arrangements to exchange traffic?

10 A. Chesnee sent out a notification letter to all of the carriers with numbering

12

13

14

16

resources in the Spartanburg exchange on May 28, 2004 and sent a follow-up

letter on July 2, 2004. In these letters, Chesnee asked and encouraged the

carriers to contact Chesnee to discuss appropriate network and contractual

arrangements for the exchange of traffic. Chesnee stated that if an agreement

could not be reached by August 1, 2004, 7-digit toll free dialing would no

longer be available to the carrier's Spartanburg numbering resources.

17

18 Q. Did KMC contact Chesnee to discuss the appropriate arrangements for

19 the exchange of traffic with Chesnee?

20 A. KMC contacted Chesnee after it received the second letter on July 2, 2004.

21

22

23

There were a couple of short discussions between JSI (Chesnee's consultant)

and KMC during which KMC's representative insisted that no contractual

arrangements were needed.
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Qo

A.

Q.

A.

Q.

A.

Has Chesnee been able to reach an agreement with KMC for the exchange

of EAC and ISP Traffic?

No. Despite all efforts made by Chesnee over the past year, KMC has not

entered into an agreement with Chesnee. Meanwhile, KMC continues to

utilize the Chesnee-BellSouth EAS facilities without bearing any portion of the

cost of those facilities.

When did Chesnee first contact KMC about entering into appropriate

contractual arrangements to exchange traffic?

Chesnee sent out a notification letter to all of the carriers with numbering

resources in the Spartanburg exchange on May 28, 2004 and sent a follow-up

letter on July 2, 2004. In these letters, Chesnee asked and encouraged the

carriers to contact Chesnee to discuss appropriate network and contractual

arrangements for the exchange of traffic. Chesnee stated that if an agreement

could not be reached by August 1, 2004, 7-digit toll free dialing would no

longer be available to the carrier's Spartanburg numbering resources.

Did KMC contact Chesnee to discuss the appropriate arrangements for

the exchange of traffic with Chesnee?

KMC contacted Chesnee after it received the second letter on July 2, 2004.

There were a couple of short discussions between JSI (Chesnee's consultant)

and KMC during which KMC's representative insisted that no contractual

arrangements were needed.
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1 Q. Did Chesnee provide KMC with a proposed agreement?

2 A. Yes. JSI on behalf of Chesnee provided KMC with a proposed agreement for

the mutual exchange of traffic on August 2, 2004.

5 Q. Did Chesnee extend the August 1, 2004 deadline for changing the dialing

pattern to affected codes, absent existence of proper arrangements?

7 A. Yes. Because Chesnee was working with many of the carriers it had contacted

10

to finalize the agreements and to provision the facilities for the exchange of

EAC and ISP Traffic, Chesnee voluntarily extended the deadline until

September 1, 2004.

12 Q. Did Chesnee send a customer notification to Chesnee's end user customers

13

14

15

informing them of the change in dialing for those carriers that had not

made the appropriate network and financial arrangements by September

1, 2004?

16 A. Yes. Chesnee sent out a customer notification to its customers on August 1,

17

18

19

20

2004. Chesnee informed the customers that they should first dial the call as 7-

digit and that, only if the carrier had not made arrangements with Chesnee, a

message would let the customer know that the call had to be dialed as 1+ and

the customer would incur toll charges.

21

22

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22
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A.

Q.

A.

Q.

A.

Did Chesnee provide KMC with a proposed agreement?

Yes. JSI on behalf of Chesnee provided KMC with a proposed agreement for

the mutual exchange of traffic on August 2, 2004.

Did Chesnee extend the August 1, 2004 deadline for changing the dialing

pattern to affected codes, absent existence of proper arrangements?

Yes. Because Chesnee was working with many of the carriers it had contacted

to finalize the agreements and to provision the facilities for the exchange of

EAC and ISP Traffic, Chesnee voluntarily extended the deadline until

September 1, 2004.

Did Chesnee send a customer notification to Chesnee's end user customers

informing them of the change in dialing for those carriers that had not

made the appropriate network and financial arrangements by September

1, 2004?

Yes. Chesnee sent out a customer notification to its customers on August 1,

2004. Chesnee informed the customers that they should first dial the call as 7-

digit and that, only if the carrier had not made arrangements with Chesnee, a

message would let the customer know that the call had to be dialed as 1+ and

the customer would incur toll charges.



1 Q. Did KMC reach an agreement with Chesnee before the September 1, 2004

deadline?

3 A. No. Although Chesnee was able to reach agreement with a number of other

carriers prior to the September 1, 2004 deadline, Chesnee did not hear back

from KMC until after the 7-digit toll free dialing was changed to 1+ 10-digit

long distance for calls from Chesnee to KMC's Spartanburg numbers. KMC

then contacted JSI around September 3, 2004 and asked for another copy of the

agreement that was sent to KMC on August 2, 2004.

10 Q. Did Chesnee agree to reinstate the 7-digit dialing for KMC on an interim

basis?

12 A. Yes. After discussions with the Office of Regulatory Staff (ORS), Chesnee

13

14

15

16

agreed to temporarily reinstate 7-digit calling on September 3, 2004 in order to

allow KMC to begin meaningful negotiations with Chesnee and so that the end

user customers could continue 7-digit dialing to KMC's numbers while KMC

and Chesnee were negotiating an agreement.

17

18 Q. Did KMC provide comments on the August 2 proposed agreement to

19 Chesnee in September?

20 A. No. KMC did not provide its first comments on Chesnee's proposed August 2,

21

22

23

2004 Traffic Exchange Agreement until October 13, 2004. On October 14,

2004, JSI responded with its comments to KMC's issues. However, it was not

until early November that KMC contacted JSI to schedule a call to discuss
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Qo

A.

Q.

A.

Q.

A.

Did KMC reach an agreement with Chesnee before the September 1, 2004

deadline?

No. Although Chesnee was able to reach agreement with a number of other

carriers prior to the September 1, 2004 deadline, Chesnee did not hear back

from KMC until after the 7-digit toll free dialing was changed to 1+ 10-digit

long distance for calls from Chesnee to KMC's Spartanburg numbers. KMC

then contacted JSI around September 3, 2004 and asked for another copy of the

agreement that was sent to KMC on August 2, 2004.

Did Chesnee agree to reinstate the 7-digit dialing for KMC on an interim

basis?

Yes. After discussions with the Office of Regulatory Staff (ORS), Chesnee

agreed to temporarily reinstate 7-digit calling on September 3, 2004 in order to

allow KMC to begin meaningful negotiations with Chesnee and so that the end

user customers could continue 7-digit dialing to KMC's numbers while KMC

and Chesnee were negotiating an agreement.

Did KMC provide comments on the August 2 proposed agreement to

Chesnee in September?

No. KMC did not provide its first comments on Chesnee's proposed August 2,

2004 Traffic Exchange Agreement until October 13, 2004. On October 14,

2004, JSI responded with its comments to KMC's issues. However, it was not

until early November that KMC contacted JSI to schedule a call to discuss

8



these issues. The call was held on November 15, 2004 to discuss the proposed

Traffic Exchange Agreement which had been provided to KMC on August 2,

2004.

5 Q. Were there issues of disagreement between Chesnee and KMC identified

during this call?

7 A. Yes. KMC continued to argue that it did not believe any agreement was

necessary because it believed the volume of traffic was de minimis. Further,

KMC stated that the Traffic Exchange Agreement was too complex for this

10 situation.

12 Q. Was the volume of traffic exchanged between Chesnee and KNlC de

13 minimis?

14 A. No. Chesnee conducted a traffic study to measure the usage to KMC's

15

16

Spartanburg numbers. The result showed that over 1 million minutes of use

were delivered to KMC over Chesnee-BellSouth EAS facilities in the month of

17 October 2004.

19 Q. Did KMC's position on the need for an agreement and the need for direct

20

21

connection facilities change after it was determined that the volume of

traffic was significant?

22 A. Yes. KMC responded to JSI via email on December 8, 2004 and stated that if

23 the traffic volume was over 1 million minutes of use per month for three
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Qo

A.

Q.

A.

Q.

A.

these issues. The call was held on November 15, 2004 to discuss the proposed

Traffic Exchange Agreement which had been provided to KMC on August 2,

2004.

Were there issues of disagreement between Chesnee and KMC identified

during this call?

Yes. KMC continued to argue that it did not believe any agreement was

necessary because it believed the volume of traffic was de minimis. Further,

KMC stated that the Traffic Exchange Agreement was too complex for this

situation.

Was the volume of traffic exchanged between Chesnee and KMC de

minimis?

No. Chesnee conducted a traffic study to measure the usage to KMC's

Spartanburg numbers. The result showed that over 1 million minutes of use

were delivered to KMC over Chesnee-BellSouth EAS facilities in the month of

October 2004.

Did KMC's position on the need for an agreement and the need for direct

connection facilities change after it was determined that the volume of

traffic was significant?

Yes. KMC responded to JSI via email on December 8, 2004 and stated that if

the traffic volume was over 1 million minutes of use per month for three



consecutive months, that KMC would be willing to establish a direct

connection with Chesnee for the exchange of traffic. The email from KMC

also stated a belief that the parties were close to reaching an agreement. JSI

was asked to provide KMC with a revised agreement that included language for

the direct connection of facilities as well as several other provisions that were

discussed on the November 15, 2004 call.

8 Q. Did JSI provide further usage detail to KMC as well as a Traffic

10

Exchange Agreement that contemplated a direct connection facility, as

requested by KMC?

11 A. Yes. JSI provided usage information to KMC on December 21, 2004 that

12

13

14

15

16

17

18

showed the volume of traffic exchanged between Chesnee and KMC to be 1.27

Million minutes in September 2004, 1.45 Million minutes in October 2004, and

1.60 Million minutes in November 2004. Per KMC's request, JSI also

provided KMC a traffic exchange agreement that contained provisions for a

direct connection facility. That proposed agreement was provided to KMC on

January 10, 2005 and a cleaned up version of the agreement is attached to my

testimony as Exhibit A.

19

' Chesnee's counsel sent a cleaned up version of the January 10, 2005 agreement to KMC's counsel on

April 22, 2005. The changes were not substantive, but were made in order to be consistent in

terminology (both within the agreement itself and with Chesnee's tariff) and to clean up some formatting

within the document.
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At

consecutive months, that KMC would be willing to establish a direct

connection with Chesnee for the exchange of traffic. The email from KMC

also stated a belief that the parties were close to reaching an agreement. JSI

was asked to provide KMC with a revised agreement that included language for

the direct connection of facilities as well as several other provisions that were

discussed on the November 15, 2004 call.

Did JSI provide further usage detail to KMC as well as a Traffic

Exchange Agreement that contemplated a direct connection facility, as

requested by KMC?

Yes. JSI provided usage information to KMC on December 21, 2004 that

showed the volume of traffic exchanged between Chesnee and KMC to be 1.27

Million minutes in September 2004, 1.45 Million minutes in October 2004, and

1.60 Million minutes in November 2004. Per KMC's request, JSI also

provided KMC a traffic exchange agreement that contained provisions for a

direct connection facility. That proposed agreement was provided to KMC on

January 10, 2005 and a cleaned up version of the agreement is attached to my

testimony as Exhibit A. 1

Chesnee's counsel sent a cleaned up version of the January 10, 2005 agreement to KMC's counsel on

April 22, 2005. The changes were not substantive, but were made in order to be consistent in
terminology (both within the agreement itself and with Chesnee's tariff) and to clean up some formatting
within the document.

10



1 Q. Did Chesnee and KMC make any progress after Chesnee provided the

usage information and the January 10, 2005 Traffic Exchange

Agreement' ?

4 A. No. JSI followed up with KMC several times in late January with no response.

On February 9, 2005, JSI notified KMC that Chesnee needed a resolution of

this matter and would file a petition with the Commission if it did not hear

from KMC by February 15, 2005. Neither Chesnee nor JSI heard back from

anyone at KMC, and Chesnee filed its petition with the Commission on

February 18, 2005.
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1 Q. Do the existing federal interconnection rules require Chesnee to deliver

traffic to KMC outside Chesnee's service area?

3 A. No. Current federal rules do not require Chesnee to deliver traffic to a KMC

point of interconnection (POI) with BellSouth that is outside of Chesnee's

service area. Even under the most restrictive and burdensome interconnection

duties in Section 251 of the Federal Telecommunications Act of 1996, an

incumbent local exchange carrier (II.EC) is not required to establish an out-of-

service-area POI.

10 Q. With KMC being unwilling to enter into an appropriate agreement or
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arrangement with Chesnee, what options does Chesnee have to ensure that

its customers are not unduly burdened?

13 A. As indicated by Chesnee's earlier actions, Chesnee believes it is appropriate to
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treat calls to KMC's Spartanburg numbers as local calls, in the absence of an

agreement with KMC regarding the appropriate arrangements for handling such

traffic and bearing its cost of facilities used to exchange traffic between

Chesnee and KMC. Chesnee allowed these calls to be treated as local calls on
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an agreement would be reached. That has not been the case, and Chesnee is

seeking the Commission's assistance to quickly resolve this matter.

4 Q. What are you asking the Commission to do in this proceeding?

5 A. Chesnee is respectfully asking the Commission to require KMC to enter into
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the proper network and contractual agreement with Chesnee for the exchange

of EAC and ISP Traffic as provided for in the proposed agreement offered by

Chesnee, attached hereto in Exhibit A. Should KMC refuse to enter voluntarily

into such an arrangement, Chesnee respectfully requests that the Commission

exercise its authority pursuant to S.C. Code Ann. ( 58-9-170 to fix the

agreement between Chesnee and KMC or, alternatively, revoke the certificate

of KMC to provide telecommunications services in the State of South Carolina.

In addition, Chesnee respectfully requests that the Commission order KMC to

be responsible for any third party charges that may be applied to EAC and ISP

Traffic as a result of and during the time period of KMC's delay in establishing

appropriate arrangements with Chesnee for the exchange of such traffic.

17

18 Q. Is granting Chesnee's petition in the public interest?

19 A. Yes. KMC's refusal to enter into appropriate arrangements with Chesnee has
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an adverse affect on Chesnee's customers as well as Chesnee, because it places

the cost burden on Chesnee and its customers alone with no portion of the cost

of calls and facilities between Chesnee and KMC customers being borne by

KMC or its customers.
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1 Q. Does this conclude your testimony?

2 A. Yes.

Does this conclude your testimony?

Yes.
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EXHIBIT A

MUTUAL TRAFFIC EXCHANGE AGREEMENT

This Mutual Traffic Exchange Agreement ("Agreement" ) is effective as of the dayof, 2005 (the "Effective Date" ), by and between Chesnee Telephone Company
("Chesnee") with offices at 208 South Alabama Avenue, P. O. Box 430, Chesnee South Carolina

29323 and KMC Telecom ("KMC") with offices at 1755 North Brown Road, Lawrenceville,

Georgia 30043.

WHEREAS, KMC is a Competitive Local Exchange Carrier authorized by South

Carolina Public Service Commission to provide telecommunications services within its certified

area in the State of South Carolina;

WHEREAS, Chesnee is an Incumbent Local Exchange Carrier in the State of South

Carolina;

WHEREAS, KMC and Chesnee exchange telecommunications traffic between their

networks and wish to establish an arrangement for exchange of such traffic between their

networks;

NOW, THEREFORE, in consideration of the mutual provisions contained herein and

other good and valuable consideration, the receipt and sufficiency of which are hereby

acknowledged, KMC and Chesnee hereby agree as follows:

1.0 DEFINITIONS

As used in this Agreement, the following terms shall have the meanings specified below:

1.1 "Act", as used in this Agreement, means the Communications Act of 1934 (47
U.S.C. Section 151 ~et se .), as amended, and as from time to time interpreted in

the duly authorized rules and regulations of the Federal Communications

Commission ("FCC")or the Commission.

1.2 "Commission" means the South Carolina Public Service Commission.

1.3 "DS1"is a digital signal rate of 1.544 Megabits per second ("Mbps").

1.4 "DS3"is a digital signal rate of 44.736 Mbps.

1.5 "Interexchange Toll Traffic" is defined for all purposes under this Agreement as

all telecommunications traffic that originates from KMC end user customers and

terminates to Chesnee end user customers that is not included within the
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definition of EAC Traffic or ISP-Bound Traffic as defined in Chesnee's General
Subscriber Service Tariff or this Agreement. EAC Exchanges are listed in

Appendix A to this Agreement. Interexchange Toll Traffic specifically excludes
telecommunications traffic that is routed through IXCs.

1.6 "Extended Area Calling Traffic" or "EAC Traffic" is defined for all purposes

under this Agreement as telecommunications traffic that is originated by an end

user customer of one Party, that is physically located in one Exchange, and

terminates to an end user customer of the other Party, that is physically located in

another Exchange, where the originating and terminating Exchanges have EAC
between them. EAC Exchanges are listed in Appendix A to this Agreement. The

terms Exchange and EAC are defined and specified in Chesnee's General

Subscriber Service Tariff.

1.7 "ISP-Bound Traffic" is defined solely for purpose of this agreement as traffic that

originates from or is directed, either directly or indirectly, to or through an

Enhanced Service Provider ("ESP") or Internet Service Provider ("ISP")
physically located within the originating end user customer's EAC Exchange(s) as

listed in Appendix A.

1.8 "Party" means either KMC or Chesnee, and "Parties" means KMC and Chesnee.

1.9 "Point(s) of Interconnection" or "POI(s)" means the physical location(s) within

Chesnee's network, at which the Parties' networks meet for the purpose of
exchanging EAC Traffic and ISP-Bound Traffic.

1.10 "Rate Center" means the specific geographic point and corresponding geographic

area or Exchange that is associated with one or more NPA/NXX codes that have

been assigned to an incumbent LEC for its provision of telecommunications

service.

1.11 "VoIP" means any IP-enabled, real-time, multidirectional voice call, including,

but not limited to, service that mimics traditional telephony. IP-Enabled Voice

Traffic includes:

(i) Voice traffic originating on Internet Protocol Connection (IPC),
and which terminates on the PSTN; and

(ii) Voice traffic originated on the PSTN, and which terminates on

ICP, and

(iii) Voice traffic originating on the PSTN, which is transported

through an IPC, and which ultimately, terminates on the PSTN
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2.0 SCOPE

Chesnee and KMC agree to mutually exchange traffic between their respective networks
and enter into an arrangement accordingly, whereby EAC Traffic and ISP-Bound Traffic, as
defined in Sections 1.6 and 1.7 of this Agreement, that is originated on Chesnee's or KMC's
network by Chesnee's end user customers or KMC's end user customers respectively and is
terminated to a Chesnee or KMC end user customer can be completed. In order to accomplish
this in an appropriate manner, the Parties agree to the following terms and conditions contained
in this Agreement.

2.1 Both parties shall adhere to the North American Numbering Plan as described by
the Industry. The Parties agree that if a Party assigns telephone numbers from an NPA/NXX to

any end user customer physically located outside the Rate Center with which the NPA/NXX is

associated, the physical location of the calling and called party shall be used to determine the

jurisdiction of the telecommunications traffic for purposes of determining the appropriate

intercarrier compensation mechanisms established herein.

2.2 The FCC has several open dockets regarding the appropriate treatment and

compensation for VOIP. The Parties agree that calls that do not touch the PSTN are not subject

to access charges. The Parties agree to abide by the ruling of the FCC in WC Docket No. 02-361.
However, the FCC has not yet ruled on the Vonage petition and therefore, the Parties are not able

to reach agreement as to the appropriate compensation, if any, which should apply. In the interim

and without waiving any rights, KMC agrees to pay applicable switched access charges on any

KMC VOIP product (or product trial) that does not originate and terminate to a physical location

in the EAC Exchanges listed in Appendix A to this Agreement.

2.3 The Parties do not agree to the proper compensation for dial-up calls to an ISP
telephone number rate centered within the calling end user customer's EAC calling area when the

ISP modem banks are physically located outside of the originating end user customer's EAC

calling area as listed in Appendix A. However, without waiving either Party's rights and based

upon specific information available, the Parties agree on an interim basis only, that KMC's ISP
end user customers' modem banks are physically located within Chesnee's end user customers'

EAC calling area. The Parties agree to revisit this information in twelve (12) months from the

effective date of this Agreement.

3.0 SERVICE ARRANGEMENT

3.1 EAC Traffic and ISP-Bound Traffic:

3.1.1 The Parties agree to exchange ISP-Bound and EAC Traffic over dedicated

transport facilities between their networks subject to the following condition for KMC-originated

calls. KMC shall obtain dedicated transport facilities between Chesnee's end office switch in
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Chesnee (the "POI") and KMC's network and shall be responsible for all costs related to
establishing and provisioning such dedicated transport facilities on KMC's side of the POI.

3.1.2 Chesnee and KMC agree to only route EAC Traffic and ISP-Bound Traffic as
defined herein over the dedicated transport facilities. Both Parties agree that compensation for
EAC Traffic and ISP-Bound Traffic shall be in the form of the mutual exchange of services

provided by the other Party with no additional billing related to exchange of such traffic issued

by either Party.

3.1.3 Chesnee agrees to include an NPA/NXX assigned to KMC in its EAC calling

scope to the same extent as any other NPA/NXX in the same rate center, when there is dedicated

transport facilities between the Parties and such facilities can be utilized to complete EAC and

ISP-Bound calls. In addition, the rating and routing point assigned to KMC's NPA/NXX should

also be the EAC exchange.

3.2 Interexchange Toll Traffic:

KMC's Interexchange Toll Traffic shall not be routed to Chesnee over the dedicated

transport facilities. All Interexchange Toll Traffic shall be routed in accordance with Telcordia

Traffic Routing Administration instructions. Such traffic shall be subject to Chesnee's access

charges, in accordance with Chesnee's applicable access tariff. KMC shall be responsible for

payment of such access charges billed by Chesnee to KMC.

3.3 Physical Connection:

3.3.1 Facility Sizing: The Parties will mutually agree on the appropriate sizing

for transport facilities. The capacity of transport facilities provided by
each Party will be based on mutual forecasts and sound engineering

practice, as mutually agreed to by the Parties. KMC will order trunks in

the agreed upon quantities via an Access Service Request.

3.3.2 Interface Types: If the POI has an electrical interface, the interface will be

DS1 or DS3 as mutually agreed by the Parties. When a DS3 interface is

agreed to by the Parties, Chesnee will provide any multiplexing required

for DS1 facilities or trunking at their end and KMC will provide any DS1

multiplexing required for facilities or trunking at their end.

3.3.3 Signaling: The Parties will connect their networks using SS7 signaling as

defined in applicable industry standards including ISDN user part

("ISUP") for trunk signaling and transaction capabilities application part

("TCAP") for common channel signaling based features in the connection

of their networks. CPN shall be available for at least 95% of the calls.
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Signaling information shall be shared between the Parties at no charge to
either Party.

3.3.4 Equipment Additions: Where additional equipment is required, such

equipment will be obtained, engineered, and installed on the same basis
and with the same intervals as any similar growth job for the Parties'

internal customer demand.

3.4 Grade of Service:

Each Party will provision their network to provide designed blocking objective of a P.01.

3.5 Network Management:

3.5.1 Protective Controls: Either Party may use protective network traffic

management controls such as 7-digit and 10-digit code gaps on traffic

toward each other's network, when required to protect the public switched

network from congestion or failure, or focused overload. KMC and

Chesnee will immediately notify each other of any protective control

action planned or executed.

3.5.2 Mass Calling: Both Parties will cooperate and share pre-planning

information regarding cross-network call-ins expected to generate large or

focused temporary increases in call volumes. The Parties agree that the

promotion of mass calling services is not in the best interest of either

Party. If one Party's network is burdened repeatedly more than the other

Party's network, the Parties will meet and discuss the cause and impact of
such calling and will agree on how to equitably share the costs and

revenues associated with the calls and on methods for managing the call

volume.

3.5.3 Network Harm: Neither Party will use any service related to or provided in

this Agreement in any manner that interferes with third parties in the use

of their service, prevents third parties from using their service, impairs the

quality of service to other carriers or to either Party's Customers; causes

electrical hazards to either Party's personnel, damage to either Party' s

equipment or malfunction of either Party's billing equipment (individually

and collectively, "Network Harm" ). If a Network Harm will occur or if a

Party reasonably determines that a Network Harm is imminent, such Party

will, where practicable, notify the other Party that temporary

discontinuance or refusal of service may be required, provided, however,

wherever prior notice is not practicable, such Party may temporarily

discontinue or refuse service forthwith, if such action is reasonable under

the circumstances. In case of such temporary discontinuance or refusal,

such Party will:
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Party reasonably determines that a Network Harm is imminent, such Party

will, where practicable, notify the other Party that temporary

discontinuance or refusal of service may be required, provided, however,

wherever prior notice is not practicable, such Party may temporarily

discontinue or refuse service forthwith, if such action is reasonable under

the circumstances. In case of such temporary discontinuance or refusal,

such Party will:
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3.5.3.1. Promptly notify the other Party of such temporary

discontinuance or refusal;

3.5.3.2. Afford the other Party the opportunity to correct the situation

which gave rise to such temporary discontinuance or refusal;
and

3.5.3.3. Inform the other Party of its right to bring a complaint to the

Commission, FCC, or a court of competent jurisdiction.

4.0 CHARGES PAYMENT AND BILLING

4.1 To the extent a Party provides services for which compensation is due hereunder,

such Party shall send an invoice, on a monthly basis, reflecting the calculation of charges

due for services provided under this Agreement.

4.2 The Parties agree that disputed and undisputed amounts due under this Agreement

shall be handled as follows:

4.2.1 If any portion of an amount due to a Party (the "Billing Party" ) under this

Agreement is subject to a bona fide dispute between the Parties, the Party

billed (the "Non-Paying Party" ) shall, within thirty (30) days of its receipt

of the invoice containing such disputed amount, give written notice to the

Billing Party of the amounts it disputes ("Disputed Amounts" ) and include

in such notice the specific details and reasons for disputing each item. The

Non-Paying Party shall pay when due all undisputed amounts to the

Billing Party. The Parties will work together in good faith to resolve

issues relating to the disputed amounts. If the dispute is resolved such that

payment of the disputed amount is required the Non-Paying Party shall pay

the full disputed amount with one and one half per cent (1 '/2'/0) interest

per month. In addition, the Billing Party may initiate a complaint

proceeding with the appropriate regulatory or judicial entity, if unpaid

undisputed amounts become more than 90 days past due, provided the

Billing Party gives an additional 30 days notice and opportunity to cure the

default.

4.2.2 Any undisputed amounts not paid when due shall accrue interest from the

date such amounts were due at the lesser of (i) one and one-half percent

(1-1/2'/0) per month or (ii) the highest rate of interest that may be charged

under South Carolina's applicable law.
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4.2.3 Undisputed amounts shall be paid within thirty (30) days of receipt of
invoice from the Billing Party. If the payment due date is a Saturday,

Sunday or a designated bank holiday, payment shall be made the next
business day.

4.3 Upon termination or expiration of this Agreement in accordance with Section 8:

(a) Each Party shall comply immediately with its obligations as set

forth within this Agreement;

(b) Each Party shall promptly pay all amounts (including any late

payment charges) owed under this Agreement;

(c) Each Party's indemnification obligations and confidentiality

obligations shall survive termination or expiration of this Agreement.

4.4 The Parties shall each perform traffic recording and identification functions

necessary to provide the services contemplated hereunder. Each Party shall calculate

minutes of use based on standard automatic message accounting records made within

each Party's network. The records shall contain ANI or service provider information

necessary to identify the individual Party.

4.5 Limitation of back billing shall be six months in accordance with state regulation.

(See SC. Code 58.103-623.4.)

5.0 AUDIT AND REVIEW

5.1 Each Party is responsible for the accuracy of its data as submitted to the other

Party. Upon reasonable written notice, each Party or its authorized representative shall

have the right to conduct annual reviews of the relevant data possessed by the other Party

to give assurance of compliance with the provisions of this Agreement. These reviews

will consist of any examinations and verification of data involving records, systems,

procedures and other information related to the services performed by either Party related

to charges or payments made in connection with this Agreement. Each Party's right to

access information for verification purposes is limited to data not in excess of twelve (12)
months in age. The Party requesting a verification review shall fully bear its own costs

associated with conducting a review. The Party being reviewed will provide access to

necessary and applicable information at no charge to the reviewing Party during normal

business hours.
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5.2 Each Party may request to inspect, during normal business hours, the records
which are the basis for any monthly bill issued by the other Party and to request copies
thereof provided that the requested records do not exceed twelve (12) months in age from

the date the monthly bill containing said record information was issued.

6.0 NOTICE OF CHANGES

If a Party contemplates a change in its network, which it reasonably believes will

materially affect the inter-operability of its network with the other Party, the Party making the

change shall provide at least ninety (90) days advance written notice of such change to the other

Party.

7.0 GENERAL RESPONSIBILITIES OF THE PARTIES

7.1 The Parties are each solely responsible for participation in and compliance with

national network plans, including The National Network Security Plan and The

Emergency Preparedness Plan. Neither Party shall use any service related to or use any of
the Services provided in this Agreement in any manner that prevents other persons from

using their service or destroys the normal quality of service to other carriers or to either

Party's customers, and subject to notice and a reasonable opportunity of the offending

Party to cure any violation, either Party may discontinue or refuse service if the other

Party violates this provision.

7.2 Each Party is solely responsible for the services it provides to its customers and to

other Telecommunications Carriers.

7.3 Each Party is responsible for obtaining Local Exchange Routing Guide ("LERG")
listings of the Common Language Location Identifier ("CLLI")assigned to its switches.

7.4 Each Party shall be responsible for it's own independent connections to the

911/E911 network.

8.0 TERM AND TERMINATION

8.1 Subject to the provisions of Section 13, the initial term of this Agreement shall be

for a one-year term ("Term" ), which shall commence on the Effective Date. This

Agreement shall automatically renew for successive six-month periods, unless,

not less than one hundred twenty (120) days prior to the end of the Term or any
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renewal term, either party notifies the other party of its intent to terminate this

Agreement or renegotiate a new agreement. In the event of such renegotiations,
this Agreement shall remain in effect until such time that a new agreement

becomes effective.

8.2 Either Party may terminate this Agreement in whole or in part in the event of a

default of the other Party, provided, however, that the non-defaulting Party

notifies the defaulting Party in writing of the alleged default and the defaulting

Party does not implement mutually acceptable steps to remedy such alleged

default within thirty (30) days after receipt of written notice thereof.

9.0 INDEMNIFICATION

9.1 Each Party (the "Indemnifying Party" ) shall indemnify and hold harmless the other

Party ("Indemnified Party" ) from and against loss, cost, claim liability, damage, and

expense (including reasonable attorney's fees) to customers and other third parties for:

(1) damage to tangible personal property or for personal injury proximately

caused by the negligence or willful misconduct of the Indemnifying Party, its

employees, agents or contractors;

(2) claims for libel, slander, or infringement of copyright arising from the material

transmitted over the Indemnified Party's facilities arising from the Indemnifying

Party's own communications or the communications of such Indemnifying Party' s

customers; and

(3) claims for infringement of patents arising from combining the Indemnified

Party's facilities or services with, or the using of the Indemnified Party's services

or facilities in connection with, facilities of the Indemnifying Party.

Neither Party shall accept terms of a settlement that involves or references the other Party

in any matter without the other Party's approval.

Notwithstanding this indemnification provision or any other provision in the Agreement,

neither Party, nor its parent, subsidiaries, affiliates, agents, servants, or employees, shall

be liable to the other for Consequential Damages (as defined in Section 10.3).

9.2 The Indemnified Party will notify the Indemnifying Party promptly in writing of
any claims, lawsuits, or demands by customers or other third parties for which the

Indemnified Party alleges that the Indemnifying Party is responsible under this Section,

and, if requested by the Indemnifying Party, will tender the defense of such claim, lawsuit

or demand.
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(1) In the event the Indemnifying Party does not promptly assume or diligently

pursue the defense of the tendered action, then the Indemnified Party may proceed

to defend or settle said action and the Indemnifying Party shall hold harmless the

Indemnified Party from any loss, cost liability, damage and expense.

(2) In the event the Party otherwise entitled to indemnification from the other

elects to decline such indemnification, then the Party making such an election

may, at its own expense, assume defense and settlement of the claim, lawsuit or

demand.

(3) The Parties will cooperate in every reasonable manner with the defense or

settlement of any claim, demand, or lawsuit.

(4) Neither Party shall accept the terms of a settlement that involves or references

the other Party in any matter without the other Party's approval.

10.0 LIMITATION OF LIABILITY

10.1 No liability shall attach to either Party, its parents, subsidiaries, affiliates, agents,

servants, employees, officers, directors, or partners for damages arising from errors,

mistakes, omissions, interruptions, or delays in the course of establishing, furnishing,

rearranging, moving, terminating, changing, or providing or failing to provide services or

facilities (including the obtaining or furnishing of information with respect thereof or

with respect to users of the services or facilities) in the absence of gross negligence or

willful misconduct.

10.2 Except as otherwise provided in Section 9.0, no Party shall be liable to the other

Party for any loss, defect or equipment failure caused by the conduct of the first Party, its

agents, servants, contractors or others acting in aid or concert with that Party, except in

the case of gross negligence or willful misconduct.

10.3 Except as otherwise provided in Section 9.0, no Party shall have any liability

whatsoever to the other Party for any indirect, special, consequential, incidental or

punitive damages, including but not limited to loss of anticipated profits or revenue or

other economic loss in connection with or arising from anything said, omitted or done

hereunder (collectively, "Consequential Damages" ), even if the other Party has been

advised of the possibility of such damages.

11.0 DISCLAIMER

EXCEPT AS OTHERWISE PROVIDED HEREIN, NEITHER PARTY MAKES

ANY REPRESENTATIONS OR WARRANTIES, EXPRESS OR IMPLIED,

10
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INCLUDING BUT NOT LIMITED TO ANY WARRANTY AS TO
MERCHANTABILITY OR FITNESS FOR INTENDED OR PARTICULAR
PURPOSE WITH RESPECT TO SERVICES PROVIDED HEREUNDER.
ADDITIONALLY, NEITHER PARTY ASSUMES ANY RESPONSIBILITY WITH
REGARD TO THE CORRECTNESS OF DATA OR INFORMATION SUPPLIED
BY THE OTHER PARTY WHEN THIS DATA OR INFORMATION IS
ACCESSED AND USED BY A THIRD-PARTY.

12.0 MISCELLANEOUS

12.1 Authorization

12.1.1 Chesnee is a corporation duly organized, validly existing and in good

standing under the laws of the State of South Carolina and has full power and

authority to execute and deliver this Agreement and to perform its obligations

hereunder, subject to any necessary regulatory approval.

12.1.2 KMC is a corporation duly organized, validly existing and in good

standing under the laws of the State of and has full power and

authority to execute and deliver this Agreement and to perform its obligations

hereunder, subject to any necessary regulatory approval.

12.2 ~Com lienee. Each Party shall comply with all applicable federal, state, aad local

laws, rules and regulations applicable to its performance under this Agreement.

12.3 Inde endent Contractors. Neither this Agreement, nor any actions taken by KMC

or Chesnee in compliance with this Agreement, shall be deemed to create an agency or

joint venture relationship between KMC and Chesnee, or any relationship other than that

of provider and receiver of services. Neither this Agreement, nor any actions taken by

KMC or Chesnee in compliance with this Agreement, shall create a contractual, agency,

or any other type of relationship or third party liability between KMC and Chesnee end

users or others.

b ib r d ei
performance of any part of this Agreement from any cause beyond its control and without

its fault or negligence including, without limitation, acts of nature, acts of civil or military

authority, government regulations, embargoes, epidemics, terrorist acts, riots,

insurrections, fires, explosions, earthquakes, nuclear accidents, floods, work stoppages,

equipment failure, power blackouts, volcanic action, other major environmental

disturbances, unusually severe weather conditions or any other circumstances beyond the

reasonable control and without the fault or negligence of the Party affected. (collectively,

a "Force Majeure Event" ). If any Force Majeure condition occurs, the Party delayed or

unable to perform shall give immediate notice to the other Party and shall take all
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reasonable steps to correct the Force Majeure condition. During the pendency of the

Force Majeure, the duties of the Parties under this Agreement affected by the Force
Majeure condition shall be abated and shall resume without liability thereafter.

», 5 tC: M

12.5.1 Any information such as specifications, drawings, sketches, business

information, forecasts, models, samples, data, computer programs and other

software and documentation of one Party (a Disclosing Party) that is furnished or
made available or otherwise disclosed to the other Party or any of its employees,

contractors, or agents (its "Representatives" and with a Party, a "Receiving Party" )
pursuant to this Agreement ("Proprietary Information" ) shall be deemed the

property of the Disclosing Party. Proprietary Information, if written, shall be clearly

and conspicuously marked "Confidential" or "Proprietary" or other similar notice,

and, if oral or visual, shall be confirmed in writing as confidential by the Disclosing

Party to the Receiving Party within ten (10) days after disclosure. Unless

Proprietary Information was previously known by the Receiving Party free of any

obligation to keep it confidential, or has been or is subsequently made public by an

act not attributable to the Receiving Party, or is explicitly agreed in writing not to be

regarded as confidential, such information: (i) shall be held in confidence by each

Receiving Party; (ii) shall be disclosed to only those persons who have a need for it

in connection with the provision of services required to fulfill this Agreement and

shall be used by those persons only for such purposes; and (iii) may be used for

other purposes only upon such terms and conditions as may be mutually agreed to in

advance of such use in writing by the Parties. Notwithstanding the foregoing

sentence, a Receiving Party shall be entitled to disclose or provide Proprietary

Information as required by any governmental authority or applicable law, upon

advice of counsel, only in accordance with Section 12.5.2 of this Agreement.

12.5.2 If any Receiving Party is required by any governmental authority or by

applicable law to disclose any Proprietary Information, then such Receiving Party

shall provide the Disclosing Party with written notice of such requirement as soon

as possible and prior to such disclosure. The Disclosing Party may then seek

appropriate protective relief from all or part of such requirement. The Receiving

Party shall use all commercially reasonable efforts to cooperate with the Disclosing

Party in attempting to obtain any protective relief which such Disclosing Party

chooses to obtain.

12.5.3 In the event of the expiration or termination of this Agreement for any

reason whatsoever, each Party shall return to the other Party or destroy all

Proprietary Information and other documents, work papers and other

material (including all copies thereof) obtained from the other Party in

connection with this Agreement and shall use all reasonable efforts,

including instructing its employees and others who have had access to

such information, to keep confidential and not to use any such
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connection with this Agreement and shall use all reasonable efforts,

including instructing its employees and others who have had access to

such information, to keep confidential and not to use any such
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information, unless such information is now, or is hereafter disclosed,

through no act, omission or fault of such Party, in any manner making it

available to the general public.

within the jurisdiction (primary or otherwise) of the FCC, the exclusive jurisdiction and

remedy for all such claims shall be as provided for by the FCC and the Act. For all

claims under this Agreement that are based upon issues within the jurisdiction (primary or

otherwise) of the Commission, the exclusive jurisdiction for all such claims shall be with

the Commission, and the exclusive remedy for such claims shall be as provided for by

such Commission. In all other respects, the domestic laws of the State of South Carolina

without reference to conflict of law provisions shall govern this Agreement.

The terms and conditions of this Agreement shall be subject to any and all applicable

laws, rules, regulations or guidelines that subsequently may be adopted by any federal,

state, or local government authority. Any modifications to this Agreement occasioned by

such change shall be effected through good faith negotiations. If the parties are unable to

agree to modifications incorporating such change of law within ninety (90) days of the

request, either party may seek resolution from the Commission or the FCC, as

appropriate.

12.7 Taxes. Each Party purchasing services hereunder shall pay or otherwise be

responsible for all federal, state, or local sales, use, excise, gross receipts, transaction or

similar taxes, fees or surcharges levied against or upon such purchasing Party (or the

providing Party when such providing Party is permitted to pass along to the purchasing

Party such taxes, fees or surcharges), except for any tax on either Party's corporate

existence, status or income. Whenever possible, these amounts shall be billed as a

separate item on the invoice. To the extent a sale is claimed to be for resale tax

exemption, the purchasing Party shall furnish the providing Party a proper resale tax

exemption certificate as authorized or required by statute or regulation by the jurisdiction

providing said resale tax exemption. Failure to timely provide such sale for resale tax

exemption certificate will result in no exemption being available to the purchasing Party.

12.8 A~ssi ent. This Agreement shall be binding upon the Parties and shall continue

to be binding upon all such entities regardless of any subsequent change in their

ownership. Each Party covenants that, if it sells or otherwise transfers to a third party,

unless the Party which is not the subject of the sale or transfer reasonably determines that

the legal structure of the transfer vitiates any such need, it will require as a condition of
such transfer that the transferee agree to be bound by this Agreement with respect to

services provided over the transferred facilities. Except as provided in this paragraph,

neither Party may assign or transfer (whether by operation of law or otherwise) this

Agreement (or any rights or obligations hereunder) to a third party without the prior

written consent of the other Party which consent will not be unreasonably withheld;

provided that either Party may assign this Agreement to a corporate Affiliate or an entity

under it's common control or an entity acquiring all or substantially all of its assets or
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equity by providing prior written notice to the other Party of such assignment or transfer.

Any attempted assignment or transfer that is not permitted is void ab initio. Without

limiting the generality of the foregoing, this Agreement shall be binding upon and shall

inure to the benefit of the Parties' respective successors and assigns.

12.9 Non-Waiver. Failure of either Party to insist on performance of any term or

condition of this Agreement or to exercise any right or privilege hereunder shall not be

construed as a continuing or future waiver of such term, condition, right or privilege

12.10 Notices.

12.10.1 Notices given by one Party to the other Party under this Agreement shall be in

writing and shall be: (i) delivered personally; (ii) delivered by express delivery service;

(iii) mailed, certified mail, return receipt requested to the following addresses of the

Parties:

To: KMC
KMC Telecom

To: Chesnee
Chesnee Telephone Company, Inc.
208 S. Alabama Avenue

Chesnee, South Carolina 29323

Attn: Annette Williams

With a copy to: With a copy to:

MCNAIR LAW FIRM, P.A.
Post Office Box 11390
Columbia, South Carolina 29211

Attn: Margaret M. Fox

Or to such other address as either Party shall designate by proper notice. Notices will be

deemed given as of the earlier of: (i) the date of actual receipt; (ii) the next business day

when notice is sent via express mail or personal delivery; (iii) three (3) days after mailing

in the case of certified U.S. mail.

12.10.2 In order to facilitate trouble reporting and to coordinate the repair of transport

facilities, trunks, and other inter-network connection arrangements provided by the

Parties under this Agreement, each Party has established contact(s) available 24 hours per

day, seven days per week, at telephone numbers to be provided by the Parties. Each Party

shall call the other at these respective telephone numbers to report trouble with
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connection facilities, trunks, and other inter-network connection arrangements, to inquire

as to the status of trouble ticket numbers in progress, and to escalate trouble resolution.

24-Hour Network Management Contact:

For Chesnee:
NOC/Repair Number: 864-461-8803

For KMC:
NOC/Repair Number:

Before either party reports a trouble condition, it must first use its reasonable efforts to

isolate the trouble to the other Party's facilities, service, and arrangements. Each Party

will advise the other of any critical nature of the inoperative facilities, service, and

arrangements and any need for expedited clearance of trouble. In cases where a Party has

indicated the essential or critical need for restoration of the facilities, services or

arrangements, the other party shall use its best efforts to expedite the clearance of trouble.

12.11 Publicit and Use of Trademarks or Service Marks. Neither Party nor its

subcontractors or agents shall use the other Party's trademarks, service marks, logos or

other proprietary trade dress in any advertising, press releases, publicity matters or other

promotional materials without such Party's prior written consent.

12.12 Joint Work Product. This Agreement is the joint work product of the Parties and

has been negotiated by the Parties and/or their respective counsel and shall be fairly

interpreted in accordance with its terms. In the event of any ambiguities, no inferences

shall be drawn against either Party.

12.13 No Third Part Beneficiaries Disclaimer of A enc . This Agreement is for the

sole benefit of the Parties and their permitted assigns, and nothing herein expressed or

implied shall create or be construed to create any third-party beneficiary rights hereunder.

Except for provisions herein expressly authorizing a Party to act for another, nothing in

this Agreement shall constitute a Party as a legal representative or agent of the other

Party; nor shall a Party have the right or authority to assume, create or incur any liability

or any obligation of any kind, express or implied, against, in the name of, or on behalf of
the other Party, unless otherwise expressly permitted by such other Party. Except as

otherwise expressly provided in this Agreement, no Party undertakes to perform any

obligation of the other Party, whether regulatory or contractual, or to assume any

responsibility for the management of the other Party's business.

12.14 No License. No license under patents, copyrights, or any other intellectual

property right (other than the limited license to use consistent with the terms, conditions
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and restrictions of this Agreement) is granted by either Party, or shall be implied or arise

by estoppel with respect to any transactions contemplated under this Agreement.

12.15 Technolo U ades. Nothing in this Agreement shall limit either Parties'

ability to upgrade its network through the incorporation of new equipment, new software

or otherwise, provided it is to industry standards, and that the Party initiating the upgrade

shall provide the other Party written notice at least ninety (90) days prior to the

incorporation of any such upgrade in its network which will materially impact the other

Party's service. Each Party shall be solely responsible for the cost and effort of
accommodating such changes in its own network.

12.16 Entire A cement. The terms contained in this Agreement and any Schedules,

Exhibits, tariffs and other documents or instruments referred to herein are hereby

incorporated into this Agreement by reference as if set forth fully herein, and constitute

the entire agreement between the Parties with respect to the subject matter hereof,

superseding all prior understandings, proposals and other communications, oral or

written. Neither Party shall be bound by any preprinted terms additional to or different

from those in this Agreement that may appear subsequently in the other Party's form

documents, purchase orders, quotations, acknowledgments, invoices or other

communications. This Agreement may not be amended, modified, or supplemented, nor

may any obligations hereunder be waived by a Party, except by written instrument signed

by both Parties. The Parties agree that their entrance into this Agreement is without

prejudice to any positions they may have taken previously, or may take in future, in any

legislative, regulatory, judicial or other public forum addressing any matter, including

matters related to the same types of arrangements covered in this Agreement.

13.0 REGULATORY

The Parties agree that their entrance into this Agreement is without prejudice to any

positions they may have taken previously, or may take in future, in any legislative,

regulatory, judicial or other public forum addressing any matters, including matters

related to the same types of arrangements covered in this Agreement.

14.0 DISPUTE RESOLUTION

Except as provided under Section 252 of the Act with respect to the approval of this

Agreement by the Commission, the Parties desire to resolve disputes arising out of or

relating to this Agreement without litigation. Accordingly, except for action seeking a

temporary restraining order or an injunction related to the purposes of this Agreement, or

suit to compel compliance with this dispute resolution process, the Parties agree to use

the following dispute resolution procedures with respect to any controversy or claim

arising out of or relating to this Agreement or its breach.
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14.1 Informal Resolution of Dis utes At the written request of a Party, each Party will

appoint a knowledgeable, responsible representative, empowered to resolve such dispute,

to meet and negotiate in good faith to resolve any dispute arising out of or relating to this

Agreement. The Parties intend that these negotiations be conducted by non-lawyer,

business representatives. The location, format, frequency, duration, and conclusion of
these discussions shall be left to the discretion of the representatives. Upon agreement,

the representatives may utilize other alternative dispute resolution procedures such as

mediation to assist in the negotiations. Discussions and correspondence among the

representatives for purposes of these negotiations shall be treated as Confidential

Information developed for purposes of settlement, exempt from discovery, and shall not

be admissible in any arbitration or in any lawsuit without the concurrence of all Parties.

Documents identified in or provided with such communications, which are not prepared

for purposes of the negotiations, are not so exempted and may, if otherwise discoverable,

be discovered or otherwise admissible, be admitted in evidence, in the arbitration or

lawsuit.

14.2 Formal Dis ute Resolution If negotiations fail to produce an agreeable resolution

within ninety (90) days, then either Party may proceed with any remedy available to it

pursuant to law, equity or agency mechanisms; provided, that upon mutual agreement of
the Parties such disputes may also be submitted to binding arbitration. In the case of an

arbitration, each Party shall bear its own costs. The Parties shall equally split the fees of
any mutually agreed upon arbitration procedure and the associated arbitrator.

14.3 Continuous Service The Parties shall continue providing services to each other

during the pendency of any dispute resolution procedure, and the Parties shall continue to

perform their payment obligations (including making payments in accordance with this

Agreement. )

IN WITNESS WHEREOF, the Parties hereto have caused this Agreement to be executed

as of the dates listed below.

KMC Telecom Chesnee Telephone Company, Inc.

By:

Name:

Title:

Date:

By:

Name: Hannah A. Lancaster

Title: President / General Mana er

Date:
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APPENDIX A

The following is the list of EAC Exchanges in accordance with Chesnee's General Subscriber

Service Tariff:

Chesnee Exchan es: BellSonth Exchan es:

Chesnee S artanbur
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BEFORE
THE PUBLIC SERVICE COMMISSION

OF
SOUTH CAROLINA

Docket No. 2005-30-C

Petition of Chesnee Telephone Company )
To Require KMC to Enter Into Appropriate )
Arrangements with Chesnee to Handle Traffic )
Between the Two Companies or, Alternatively, )
For a Rule to Show Cause as to Why the )
Certificates of Public Convenience and )
Necessity of KMC Telecom III, KMC )
Telcom V, and KMC Data Should Not )
Be Revoked )

CERTIFICATE
OF SERVICE

I, Rebecca W. Martin, Secretary for McNair Law Firm, P. A. , do hereby certify that I

have this date served one (1) copy of the attached Testimony of Emmanuel Staurulakis in the

above —referenced matter on the following parties of record by causing said copy to be deposited

with the United States Mail, first class postage prepaid, affixed thereto and addressed as follows:

C. Dukes Scott Esquire
South Carolina Office of Regulatory Staff
Post Office Box 11263
Columbia, South Carolina 29211

Robert E. Tyson, Esquire
Sowell Gray Stepp & Lafitte, LLC
P. O. Box 1449
Columbia, South Carolina 29211

R becca W. Martin

McNair Law Firm, P.A.
Post Office Box 11390
Columbia, South Carolina

(803) 799-9800

April 25, 2005

Columbia, South Carolina

COLUMBIA 824205vl
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